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On July 12, Economy Minister Zelia Cardoso de Mello announced that the government is now
prepared to begin renegotiation of its foreign debt. "All economic indicators point toward monthly
inflation settling down to something on the order of 3 to 6% sometime within the next few months,"
she said. Brazil's foreign debt totals about $114 billion. Government sources estimate arrears on
foreign bank loans have topped $5.5 billion. According to Cardoso, "The government deficit is the
chief cause of inflation. Last year, the deficit was equal to 4.2% of GDP. If nothing had been done
by the new administration, the deficit would have been 7.8% of GDP in 1990. With the measures
we have taken, we will have a budget surplus equal to 1.72% of GDP this year." Privatization of
state companies will contribute only 0.8% of GDP in the year's fiscal adjustment. 1989 GDP was
equivalent to $303.5 billion. Government projections indicate a similar amount for 1990. The minister
said federal government employees will not receive pay hikes through year-end. Since mid-March,
according to Economy Ministry sources, the government has dismissed 200,000 of its 1.6 million
employees, and intends to fire another 120,000. (Basic data from Knight Ridder Financial, Notimex,
07/12/90)
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